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Key illstrict: 52 
Employer Idencif i cac ion  Number : *************** 

Dear Appl  i c a n t  : 

Ne have r,rceFved your  a p p l i c a t i o n  f o r  r e c o g n i t i o n  of exemptdon from 
federal income t a x a t i o n  under s e c t i o n  501(c)(3) of t he  I n t e r n a l  Revenue 
Code of 1986 and have decided t h a t  you have n o t  shown t h a t  you ase exempt 
u n d e r  t h a t  s u b s e c t i o n .  

The i n f o r m a t i o ~ ~  submit ted  discloeaes t h a t  you  were incorpora ted  on 
* *  * * * * * *  **** under t h e  *******   Nonprof i t  Corpora t ion  Act e x c l u s i v e l y  
far e d u c a t i o n a l  and c h a r i t a b l e  purposes  wichin  t h e  meaning of §501(c)(3) 
of t h e  Code. Your a r t i c l e s  c o n t a i n  a dissolution clause. 

I n  o p e r a t i o n ,  you w i l l  a c t  i n  c o n c e r t  w i th  two related entities 
v h i c h  have d i f  f e r e n e  but  r e l a t e d  f u n c t i o n s  and  have a p p l i e d  a t  t h e  same 
t i m e  fo r  r e c o g n i t i o n  of exemption under §501(e)(3) of t h e  Code. You w i l l  
ho ld ,  so l t c i t ,  and d i s t r i b u t e  funds t o  f u r t h e r  t l ie  o b j e c c l v e s  of t h e  re la-  
ted eratiries and of the ******* ******* ****** ******  *******   ~ i K h  respect 
so hous ing  f o r  "low and very low income" persons.  You w i l l  seek, a c q u i r e ,  
and d e v e l o p  l and  on which such  hous ing  w i l l  be b u i l t  and t h e n  c o n s t r u c t ,  
sucll u n i t s o  

I 

Incone  u d l l  be f roffi from d o n a t i o n s  from p r i v a t e  e n t i t i e s .  I n  ****** ' 

you r e c e i v e d  $*****  from the ****  ******* ****** ******* ******** ***** 
********  .  The money was r e t u r n e d  as hav ing  been p a i d  eo the you i n  
e r r o r *  Accordinqly ,  as a matter of law, the money was never actually 
deemed p a i d  t o  you st a l l .  You received n o  funds i n  **** and noneeso far 
i n  ****, You hope a c t u a l  o p e r a t i o n s  w l l L  comence beginnine; .fn ****. 
Firlor t h e r e t o ,  you plan t o  develop a b u s i n e s s  p l a n  and explore source 
funding,  Host a e r ~ i c e s  w i l l  be performed by vo lun tee r s .  Your espendi- 
cures w i l l  be  f o r  p r o f e s s i o n a l  fees. 

You have s t a t e d  cha t  you will becone f u l l y  o p ~ r a t i o n a l  o n l y  i n  che 
event t h a t  ****  ******* County 9 n a c t s  an o rd inance  r e q u i r i n g  deve lope r s  
t o  set aside a c e r t a i n  percentage of  units for l a w  income/senior  housing. 
Yaiu would then assis t  deve lope r s  i n  meeting f e d e r o l  and s t a t e  c o n s t r u c t i o n  
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requ i remen t s  and manage p r o p e r t i e s  s a t  a s i d e  f o r  low l n c o n c / s e n i o r  resi- 
d e n t s  w h o  r e c e i v e  a s s i s t a n c e  from t h e  governnen ta l  housing programs such 
as HUD's s e c t i o n  5 o r  voucher programs. You a r e  unab le  t o  a r t i i u l e t e  t h e  
exilct method of doing s o  d e s p i t e  a  q u e s t i o n  on t h e  i s s u e  put  t o  you by 
t h i s  o f f i c e .  Thus, w e  a r e  s t i l l  u n c l e a r  what you w i l l  a c t u a l l y  do. Your 
answer s t a t e d ,  "'Future a c t i v i t i e s  are i n  the p lann ing  s t a g e s ,  s o  i t  is 
d i f f i c u l t  t o  s t a t e  e x a c t l y  which n i t u t a t i o n  c u t l i n e d  i n  Rev, Rul. 70-585 
w i l l  a p p l y  ," Furthermore,  t h e  n e c e s s a r y  o rd inance  ha.8 not been enacted.  

S e c t i o n  1.501 (a)-1 ( b )  ( 2 )  of t h e  Income Tax Regu la t ions  p rov ides ,  i n  
r e l e v a n t  p a r t ,  t h a t  t h e  Conmissioner zag r e q u i r e  any a d d i t i o n a l  in,forera- 
ti03 deemed necessa ry  f o r  a p rope r  d e t e r m i n a t i o n  of whether a p a r t i c u l a r  
o r , g a n i z a t i o n  is sxenpt  under s e c t i o n  Solla)  of t h e  Code. 

S e c t i o n  5.01 of Rev. Proc. 84-46, 1984-1 C. 13. 541, provides, In 
r e l e v a n t  p a r t ,  c h a t  s r u l i n g  l e c t e r  w i l l  be i s s u e d  t o  an o r g a n i z a t i o n ,  
p rov ided  it.s a p p l i c a t i o n  and s u p p o r t i n g  documents e s t a b l i s h  t h a t  i t  meets 
t h e  p a r r i c u l a r  requi rements  of t h e  s e c t i o n  under which exemption is 
c la imed.  

S e c t i o n  5.02 of t h e  same revenue procedure  p r o v i d e s ,  i n  r e l e v a n t  
p a r t ,  t h a t  exempt s t a t u s  w i l l  be r ecogn ized  I n  advance of o p e r e t t i r r . ~  i f  
proposed o p e r a t i o n s  can b e  d e s c r i b e d  i n  sufficient d e t a i l  t o  p e r ~ i t  a  
c o n c l u s i o n  t h a t  ehe o r g a n i z a t i o n  - a i l 1  c l e a r l y  meet t h e  p a r t i c u l a r  r equ i re -  
nents of t h e  s e c t i o n  under which e x e n p t i o n  is c la imed.  A mere r e s t a t emen t  
of pu rposes  o r  a s t a t emen t  t h a t  proposed a c t i v i t i e s  w i l l  be i n  f u r t h e r a n c e  
of s u c h  purposes  w i l l  not  s a t i s f y  t h i s  r e q u i r c n e n t .  The o r g a n i z a t i o n  
must f u l i y  d e s c r i b e  t h e  a c t i v i t i e s  i n  which i ts  e x p e c t s  t o  engage, inc lu-  
d i n g  t h e  s t a n d a r d s ,  c r i t e r i a ,  p r o c e d u r e s ,  o r  o c h e r  oesns adopted o r  
planned f o r  c a r r y i n g  o u t  t h e  a c t i v i t i e s ;  t h e  a n t i c i p a t e d  s o u r c e s  of 
r e c e i p t s ;  and t h e  n a t u r e  of c o n t e n p l a t e d  expend i tu res .  Mere t h e  organi -  
z a t i o n  canno t  demonst ra te  t o  t h e  s a c i s f a c t i o n  of t h e  S e r v i c e  t h a t  i t s  
proposed a c t i v i t i e s  w i l l  be exempt, a  r e c o r d  of a c t u a l  o p e r a t i o n s  may be 
r e q u i r e d  before a r u l i n g  let ter  w i l l  be i s sued .  I n  t h o s e  c a s e s  where an 
o r g a n i z a t i o n  is unable t o  d e s c r i b e  ful . ly  i t s  purposes  and a c r i v i t i e s ,  a 
r e f u s a l  t o  i s s u e  a rulfng letter w i l l  be cons ide red  an i n i t S a l  adverse  
d e t e r m i n a t i o n  from which a d n i n i s t r n t i v a  appea l  o r  p r o t e s t  rights w i l l  be  
af Zorded 

S e c t i o n  7-02 of Rev. Proc.  90-4, 1990-2 I. K. B. 10, cshich deals, 
i n t e r  a l i a  wi th  t h e  i s s u a n c e  o f  exempt o r g a n i z a t i o n s  r u l i n g  l e t t a r s  - -9 
r e c o g n i z i n g  f e d e r a l  income tax exempt ion ,  p r o v i d e s ,  i n  r e l e v a n t  p a r t ,  
t h a t  a r u l i n g  is not  issued on  h y p o t h e t i c a l  s i t u a t i o n s .  

Y o u  are , u n a b l e  t o  d e s c r i b e  e x a c t l y  what you will d o ,  and i t  appea r s  
t h a t  you w i l l  remain unab le  t o  do  so u n t i l  a e p e c i f i c  o rd inance  is  enacted  
by * * * * * * ******* County v i t h  r e s p e c t  t o  t h e  h,ousing a u t h a r i t y  clatters w i t h  
which you hope t o  dea l .  The exact p r o v i s i o n s  of t h e  ordinance will nor 
be c e r t a i n  u n t i l  enactment.  Furthermore, you arc u n a b l e  t o  p l a n  wi th  
c e r t a i n t y  u n t i l ,  s u c h  o r d i n a n c e  is  enacted .  That  o rd inance  may never be 
e n a c t e d .  Accordingly,  what you may do i n  t h e  f u t u r e  is, and must remain 
for some time t o  come, purely h y p o t h e t i c a l .  
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Accordingly, w e  c,onclude t h a t  you have n o t  shown t h a t  you a r e  exempt 
from f e d e r a l  income t a x a t i o n  under: s e c t i o n  501(cj(3) of t h e  Code. You 
are, t h e r e f o r e ,  r equ i red  Eo E i l e  f e d e r a l  inconr  t a x  recurns.  

You have t h e  r i g h t  t o  p r o t e s t  t h i s  refusal t o  r u l e  i f  you be l i eve  
cha t  i t  is  i n c o r r e c t .  To procesc  you should submit 8 s ta tement  of your 
views v i t h  a f u l l  exp lana t ion  of your reasoning. T h i s  s t a t e n e n t ,  signed 
by one of your t r u s t e e s ,  must be submicr?rd wi th in  30 days from t h e  date 
of t h i s  letcer. You a l s o  have a r i g h t  t o  a conference i n  t h i s  o f f i c e  
a£  ter your s ta tement  i s  subrnitced, You must request  t h e  conference,  i f  
you want one,  when you f i l e  youp protest statement.  I f  you a r e  t o  be 
represented by someone who jis not one of your d i r e c t o r s ,  t h a t  person w i l l  
need t o  f i l e  a proper power of a t t o r n e y  and otherwise  q u a l i f y  under  our  
Conference and P r a c t i c e  Procedures.  

I f  you do not  peotesf i  t h i s  proposed r e f u a a l  t o  r u l e  i n  a t imely 
manner, the Internal Revenue Serv ice  w i l l  consider  you t o  have f a i l e d  t o  
exhaust  a v a i l a b l e  a d m i n i s t r a t i v e  remedies. Sacrion 7428 of the  Code 
provides ,  i n  p s r t ,  t h a t  a d e c l a r a t o r y  judgment o r  decree  under r h i s  
section s h a l l  not be i s sued  i n  any proceeding un less  t h e  Tax Court ,  t h e  
Claims Court ,  o r  t h e  D i s t r i c t  Court  of t h e  United S t a t e s  f o r  t h e  D i s t r i c t  
of Columbia decemines ehat t h e  o r g a n i z a t i o n  involved bss exhausted 
a d n i n i s t r a t i v e  rened ies  available t o  it w i t h i n  t h e  I n e e r n a l  Reverlue 
Service.  

I f  we d o  not hear  form you vichin 30 days,  t h i s  r e f u s a l  t o  r u l e  w i l l  
become f i n a l  and cop ies  of  i t  w i l l  be forwarded t o  t h e  District Di rec to r ,  
Bal t imore ,  Maryland. Thereafter, any ques t ions  about your federal incone 
t a x  s t a t u s  o r  the f i l i n g  of t a x  r e t u r n s  ahould be addrtesaed t o  t h a t  
o f f i c e .  The a p p r o p r i a t e  s t a t e  o f f i c i a l s  w i i l  h e  n o t i f i e d  of  t h i s  refusal 
to  r u l e  i n  accordance w i t h  t h e  p rov i s ions  of s e e t i o n  6104(c)  of the  Code. 

When s u b o i t r i n g  a d , d l t i o n a l  l e t t e r s  with r e s p e c t  t o  t h i s  c a s e  t o  che 
Inccmal  Revenue Serv ice ,  you w i l l  expedite t h e i r  r e c e i p t  by p lac ing  t h e  
fo l lowing  address  on the envelope: 

************ ***** **** 
I n t e r n a l  Revenue Serv ice  
l f  11 C o n a t i t u t i a n  Avenue, NW 
Washington, DC 20224 

The symbols do not r e f e r  t o  your case but r a t h e r  t o  its loca t ion .  There 
f o r e ,  it  is  irnportane tttcpt t h e  address appear on t h e  envelope e x a c t l y  a s  
shown above. 

Sincere1 y yours ,  

****** ********  
Chief,  ~ x e m ~ t  Organizations 

Rulings Branch 1 
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I 
cc : ***** * * * * * * * *  ********  

Attn: EO Group 

cc: * * * * * *  *** ************  
***** ** ******** * **  
**** ******  * * * * *  
* * * * * * * * *  **** *******  

cc: * * * * * * * * ********  *  ********   
******  *******  
** ***** * * * * * * * ***** 
*********  **********  

c c :  * * * * * * * * * * * ** ***********  
* * * *  ******** *********
*******  *************** 


